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The  Office  of  the  Inspector  General  was  created  in  July,  1981. 
This  is  a  report  on  its  accomplishments  and  growth  in  its  first  five 
years. 

The  Office  of  the  Inspector  General  has  a  mandate  to  prevent 
and  detect  fraud,  waste,  and  abuse  in  government  procurement 
programs.  It  is  the  first  state-wide  office  of  inspector  general  in 
the  country.  I  have  sought  in  the  Office's  formative  years  to 
define  its  mission  and  establish  its  presence. 

The  Ward  Commission,  having  found  massive  corruption  and  waste 
in  public  construction  projects,  recommended  the  creation  of  this 
office.  The  Commission's  Final  Report  stated  that  "[t]he  basic 
concept  behind  the  Office  of  the  Inspector  General  is  that  any 
institution  .  .  .  must  build  into  itself  a  mechanism  for 
self-criticism  and  self-correction  ....  To  prevent  and  detect 
(and  the  emphasis  falls  as  much  upon  prevention  as  detection)  fraud 
and  waste  in  the  procurement  of  many  millions  of  dollars  of  goods 
and  services  by  the  Commonwealth,  the  Commission  designed  the  Office 
of  Inspector  General  to  be  a  neutral,  impartial  and  independent 
office  to  fulfill  that  function." 

The  Ward  Commission  further  noted  that  "there  is  a  vast  middle 
ground  between  the  State  Auditor  and  prosecuting  agencies,  between 
the  ability  to  review  all  state  transactions  to  a  limited  degree 
without  the  power  to  investigate,  and  the  power  to  investigate 
allegations  of  fraud  on  a  case-by-case  basis.  It  is  this  gap  which 
prevented  the  systematic  investigation  of  agency  fraud  and  abuse  and 
calls  for  the  establishment  of  a  new  agency  with  that  single 
responsibility."  I  have  been  careful  not  to  duplicate  the  good  work 
already  being  done  by  the  Attorney  General  and  the  State  Auditor, 
but  rather  to  fill  this  gap  identified  by  the  Ward  Commission.  My 
Office  has  focused  on  problem  areas  prone  to  corruption  and 
vulnerable  to  waste,   seeking  both  to  detect  individuals  guilty  of 
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wrongdoing  and  to  prevent  waste  from  occurring.  The  Office  has 
sought  out  areas  needing  review,  rather  than  merely  responding  to 
complaints  or  routinely  reviewing  all  agencies. 

My  Office  handles  allegations  of  fraud,  waste,  and  abuse  in  a 
coordinated  manner.  When  a  case  evidences  governmental  abuse  or 
waste  but  no  illegality,  the  Office  looks  at  and  seeks  to  remedy  the 
management  problems  that  allowed  the  situation  to  occur.  Thp  Office 
can  subpoena  records  and  people  to  help  determine  why  and  how  an 
abuse  or  cost  overrun  occurred.  My  Office  has  the  flexibility  to 
turn  a  case  into  a  criminal  investigation,  a  civil  investigation, 
and/or  a  management  report,  depending  upon  the  facts  uncovered 
during  the  course  of  the  investigation. 

The  Office's  Investigations  Division,  with  the  assistance  of 
the  Engineering  Division  and  legal  staff,  has  focused  on  detecting 
individual  wrongdoing.  The  Office  was  created  over  four  years  ago 
with  a  clean  slate.  We  had  no  cases  and  no  track  record.  Like  any 
investigative  or  prosecutorial  agency,  we  responded  to  citizen 
complaints.  We  still  do.  But  we  do  something  more.  We  identify 
programs  and  contracts  most  susceptible  to  abuse,  and  initiate 
investigations  in  these  areas,  as  the  Ward  Commission  intended.  The 
Division  has  made  contact  with  law  enforcement  officials  and 
developed  other  potential  sources  of  information  throughout  the 
Commonwealth.  The  Division  regularly  reviews  debarments  and 
prosecutions  of  contractors  by  the  federal  government  and  other  New 
England  states  and  checks  these  contractors'  activities  in 
Massachusetts.  New  cases  are  developed  from  information  gained  from 
ongoing  investigations. 

The  Office's  Management  Division  has  focused  on  preventing 
waste  in  government.  The  Division  reviews  problem-plagued  agencies 
and  systems,  which  frequently  cross  agency  lines,  to  identify 
potential  large  savings  of  money.  The  Management  Division  also 
monitors  large,  multi-million  dollar  public  procurements  and 
recommends    ways    to    reduce    potential    waste.      Building   on  these 
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activities,  the  Division  identifies  opportunities  for  improving  and 
reforming  major  public  management  systems  and  safeguards.  The 
Management  Division  has  promoted  effective  implementation  of  the 
Ward  Commission  construction  reforms  and  expansion  of  its  principles 
of  accountability  and  cost  controls  to  other  areas.  Finally,  the 
Management  Division  prevents  waste  by  helping  to  educate  public 
managers  (particularly  at  the  local  level)  on  public  procurement  law 
and  sound  management  techniques. 

The     pages     which     follow     summarize     the     Office's  major 
accomplishments  since  its  creation  four  and  one-half  years  ago. 
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THE  OFFICE  OF  INSPECTOR  GENERAL'S  FIRST  4  1/2  YEARS: 
A  $15  RETURN  ON  EVERY  DOLLAR  SPENT 


Saved  And  Identified  Potential  Savings  Exceeding  $55  Million, 


Zby  creating  opportunities         preventing  undisclosed   ^and  by  preventing  waste  of  $22.3  million 
to  recover  $4.3  million       subsidies  totaling  in  construction  projects  and  surplus 

through  court  action;  $20.8  million;  property  dispositions  +  $7.6  million  in 

goods  and  services  procurements. 


. . .  Detected  Criminal  and  Administrative  Wrongdoing, 

•  8  felony  convictions.      •  1 1  felony  indictments  pending.      •  9  restitutions  and  criminal  fines. 

•  17  officials  disciplined  administratively.        •  2  vendors  barred  from  State  procurements. 

•  Uncovered  statewide  abuses  involving  entertainment  of  municipal  financial  officials  by  banks. 


. . .  And  Spearheaded  Major  Management  Reforms. 

•  Required  cost/benefit  studies  in  State-aided  developments  (enacted). 

•  Required  internal  auditing  in  Water  Resources  Authority  (enacted). 

•  Provided  for  effective  enforcement  of  designer  selection  laws  (enacted). 

•  Controlled  waste  in  municipal  banking  services  procurements  (enacted). 

•  Authored  comprehensive  bill  to  strengthen  and  streamline  the  Ward  Commission's  Construction 
Reform  Act  (enacted).  The  law  includes: 

--  an  annual  system  of  prequalifying  contractors; 

--  a  more  efficient  and  accountable  land  disposition  process; 

--  civil  penalties  for  bid  splitting;  and 

--  uniform  requirements  for  advertising. 

•  Filed  legislation  reforming  local  procurement  practices  (pending). 

•  Recommended  that  EOHS  develop  coherent  plans  for  providing  community  based  and 
institutional  mental  health  care  to  identify  surplus  land  and  facilities  (plan  done  in  FY  86): 

•  Recommended  real  property  development  procedures  for  the  MBTA  (adopted). 

•  Helping  the  Department  of  Revenue  develop  regulations  and  procedures  for  improving  the 
accountability  and  performance  of  local  treasurers. 

•  Helping  the  Department  of  Public  Welfare  develop  a  model  procurement  process. 


4 


I  independent  Review  of  Major  Procurements 
and  Land  Dispositions 

As  an  independent  watchdog  agency,  the  Office  has  reviewed 
major  government  procurements  and  dispositions  with  an  aim  toward 

reducing    waste.      The   Office    has    no    partisan    agenda   or  special 

interest  groups   to  serve.      Our   independence  allows  us  to  review 

major  program  initiatives  to  ensure  that  they  are  carefully  planned, 

without  undeclared  subsidies,  and  no  larger  than  necessary. 

I  have  sought  to  encourage  government  officials  to  plan 
sufficiently  and  report  fully  and  publicly  on  the  costs  and  benefits 
of  proposed  actions.  My  role  of  independent  reviewer  has  led  to 
confrontations  with  some  government  officials  who  have  sought  to 
defend  their  declared  courses  of  action.  However,  I  am  pleased  with 
the  number  of  officials  who  have  saved  millions  of  dollars  by 
accepting  my  recommendations. 

For  example,  pursuant  to  my  very  first  recommendation  as 
Inspector  General,  legislation  authorizing  the  sale  of  the  Lincoln 
Power  Station  for  redevelopment  as  below-market  rate  condominiums 
was  amended  to  require  that  windfall  profits  resulting  from 
subsequent  sales  of  condominium  units  would  be  returned  to  the 
Commonwealth.  The  Commonwealth  should  eventually  realize  more  than 
$8  million  from  this  provision. 

In  1982,  my  Office  discovered  that  the  Metropolitan  District 
Commission  intended  to  replace  the  General  Lawrence  Bridge  in 
Medford  with  a  concrete  arch  bridge  totally  inappropriate  for  the 
site.  The  bridge,  estimated  to  cost  $15  million,  was  modeled  after 
a  Czechoslovakian  bridge  spanning  a  gorge  at  a  height  138  feet  above 
the  water;  the  required  clearance  in  Medford  was  only  16s  feet. 
There  was  no  other  bridge  in  the  United  States  similar  to  the 
proposed  design.  Pursuant  to  our  recommendations,  in  August,  1982, 
a  new  MDC  Commissioner  reevaluated  the  project  and  cancelled  the 
original  design  in  favor  of  a  simpler  design.     The  redesign  is  now 
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complete,  and  its  cost  is  estimated  at  $8.6  million  --  a  savings  of 
$6.4  million  for  the  Commonwealth. 


In  1982,  my  Office  revealed  that  the  Commonwealth  was  prepared 
to  transfer  property  at  Boston  State  Hospital  to  private  developers, 

although  the  Commonwealth  had  failed  to  (1)  determine  whether  other 

state    agencies    had    a    need    for    the    property,    (2)    invite  public 

participation    in    the    process,     (3)    disclose    potential  public 

subsidies   to   private   interests   of   up   to   $11.7   million,    and  (4) 

document   that   the   hospital    property  was   not   needed   to   serve  the 

mental    health    needs    of   Massachusetts    residents.       Following  my 

report,    the    land    disposition    proposal    was    withdrawn.       A  new 

Administration    subsequently    developed    the    integrated    plans  for 

meshing    mental    health    services    and    physical    facilities    that  my 

report  recommended. 


Boston  State 
Hospital 
$11.7  Million 


In  1982,  the  Legislature  received  a  proposal  to  construct  and 
operate  a  new  multi-purpose  Boston  arena.  It  was  estimated  that 
under  the  proposal  an  annual  State  subsidy  of  $880,000  would  be 
required.  My  review  indicated  that  this  estimate  was  based  on 
optimistic  assumptions  and  I  urged  that  a  thorough  feasibility  study 
be  conducted.  In  1984,  this  full  study  was  completed.  It  indicated 
that  the  annual  State  subsidy  for  an  arena  could  reach  $10  million. 
Subsequently,  the  Legislature  did  not  authorize  public  funding  of  a 
new  arena. 


Bay  State 
Arena 

$9.12  Million 


In  the  fall  of  1982,  the  Middlesex  County  Commissioners  voted 
to  sell  the  Third  District  Courthouse  to  a  private  party  for 
$175,000.  I  noted  that  the  sale  price  equaled  the  lowest  of  three 
appraised  prices,  no  hearings  had  been  held  on  the  proposed  sale, 
and  the  County  had  received  a  $350,000  offer  for  the  property.  The 
proposed  sale  was  stopped.  I  subsequently  worked  with  County 
officials  to  fashion  an  open  and  publicly  accountable  disposition 
process.  After  following  the  process,  including  conducting  public 
hearings  on  reuses  and  inviting  competitive  proposals,  the  County 
Commissioners  voted   in  September,  1984,  to  sell   the  Courthouse  to 


Cambridge 
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the  State  for  $700,000  for  use  by  the  Trial  Court.  Thus,  Middlesex 
County  benefitted  by  receiving  $525,000  more  for  the  property  than 
would  have  been  realized  from  the  previously  approved  sale,  the 
surrounding  community's  interests  were  given  due  consideration,  and 
the  State  obtained  needed  facilities  for  the  Trial  Court. 


In  May,  1983,  my  Office  reviewed  the  MDC ' s  plans  for  completing 
the  interior  of  the  Tropical  Forest  Pavilion  at  the  Franklin  Park 
Zoo.  The  MDC  intended  to  hire  a  contractor  without  competition  to 
build  the  pavilion's  extensive  exhibit  areas.  My  Office  concluded 
that  allegedly  complete  plans  were  not.  I  estimated  that  completing 
them  and  bidding  the  construction  competitively  would  save  the 
Commonwealth  $1  million.  The  Commonwealth  subsequently  required  the 
designer  to  complete  the  plans  and  is  in  the  process  of 
competitively  bidding  the  construction. 

In  1983,  a  fire  severely  damaged  the  MBTA's  North  Station 
facilities.  I  was  asked  my  advice  on  whether  to  "fast-track"  the 
reconstruction.  I  pointed  out  that  the  MBTA's  "fast-track"  schedule 
was  optimistic  and  prone  to  serious  delays  and  cost  overruns.  I 
supported  an  alternative  schedule,  which  was  accepted,  cutting  18 
weeks  off  the  MBTA's  normal  procedures  with  much  less  risk  of  cost 
overruns.  In  April,  1985,  the  project  was  finished  on  time  and 
within  budget. 

In  the  fall  of  1983,  my  Office  began  a  review  of  whether 
court-ordered  upgrading  of  facilities  for  the  mentally  retarded 
could  be  undertaken  with  new  construction  rather  than  renovation. 
My  Office  determined  that  the  Division  of  Capital  Planning  and 
Operations  (DCP0)  had  never  compared  the  cost  of  renovating  Raymond 
Hospital  at  the  Wrentham  State  School  with  the  cost  of  building  a 
new  hospital.  My  Office  determined  that  the  same  money  estimated  to 
be  necessary  to  renovate  the  old  hospital  could  build  a  much  better, 
brand-new  medical  building.  In  fact,  since  the  estimates  for 
renovation  appeared  to  be  too  low,  it  appeared  that  a  new  facility 
could  be  built  more  cheaply  than  a  renovated  facility.    All  parties 
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agreed  to  construct  a  new  building.  In  comparison  with  the  proposed 
renovation,  the  new  building  will  be  safer,  allow  for  better  medical 
care,  and  cost  less  to  heat  and  maintain. 

In  1984,  my  Office  recommended  new  procedures  for  purchasing 
eyeglasses  for  Medicaid  recipients  which  will  save  the  Commonwealth 
an  estimated  $1  million  over  the  next  three  years.  A  review  of  the 
Department  of  Public  Welfare's  proposed  vendor  selection  process 
revealed  procedures  that  (1)  contained  illogical  mathematical 
assumptions,  making  it  possible  for  the  Department  to  select  the 
high  bidder  believing  it  was  selecting  the  low  bidder  without  being 
aware  of  that  fact;  and  (2)  obscured  the  technical  and  price 
differences  among  bids.  The  Welfare  Department's  selection 
committee  initially  recommended  awarding  the  contract  to  the 
previous  vendor.  Upon  my  Office's  intervention,  the  previous 
vendor's  bid  was  identified  as  the  highest  at  a  three-year  cost  of 
$5,094,000.  The  Commissioner,  concluding  that  the  low  bidder  could 
provide  the  same  quality  eyeglasses  as  the  previous  vendor,  selected 
the  low  bidder  at  a  cost  of  $4,136,000  —  a  $1  million  savings  to 
the  Commonwealth.  As  a  direct  result  of  my  Office's  involvement  in 
this  matter,  the  Department  of  Public  Welfare  is  now  developing  a 
new  procurement  process  with  my  Office's  assistance. 


Medicaid 
Eyeglasses 
Procurement 
$1  Million 


In  September,  1984,  while  reviewing  the  operations  of  the  Woods 
Hole,  Martha's  Vineyard  and  Nantucket  Steamship  Authority,  my  Office 
discovered  that  the  Authority's  governing  Board  was  about  to  approve 
the  pouring  of  a  concrete  foundation  for  a  new  terminal  building  on 
Nantucket.  At  the  time,  the  Board  was  considering  a  drastic  change 
in  the  terminal  design,  but  the  Authority  had  not  yet  negotiated  a 
reasonable  price  adjustment  with  the  contractor  for  the  new  design. 
The  Board  members  apparently  did  not  realize  that  the  go-ahead  they 
were  about  to  give  for  foundation  work  would  lock  them  into  the  new 
design,  for  which  the  contractor  wanted  $200,000  more  than  the 
Authority's  engineers  thought  reasonable.  I  advised  the  Authority 
to  further  study  the  costs  of  changing  designs  and  to  improve  its 
negotiating  position  by  delaying  approval  of  foundation  work  until 
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they  had  agreed  upon  both  a  building  and  price.  The  Steamship 
Authority  voted  to  accept  my  advice,  and  subsequently  negotiated  a 
lower  price,  saving  $166,000. 

In  August,  1985,  my  Office  objected  to  State  plans  to  fund  a 
proposed  $10  million,  2,500-seat  expansion  of  the  Worcester  Centrum. 
My  Office  recommended  that  Worcester  submit  a  cost/benefit  analysis 
of  the  proposed  expansion  before  State  funds  were  committed  to  the 
project.  The  City  performed  such  an  analysis  and  concluded  that 
"there  is  no  economic  justification  for  the  2,500  seating 
expansion,"  since  a  1,650-seat  expansion  would  generate  almost  as 
much  gross  revenue  but  cost  only  $4  million.  The  City  now  plans  to 
seek  approval  for  the  smaller  expansion,  which  would  result  in  an 
estimated  $6  million  saving  to  the  Commonwealth. 


Worcester 
Centrum 
$6  Million 


In  November,  1985,  my  Office  revealed  that  municipal  treasurers 
in  a  single  year  wasted  as  much  as  $11  million  through  no-bid 
contracts,  unwritten  agreements,  and  questionable  management 
practices,  including  the  widespread  leaving  of  excessive  amounts  of 
money  in  bank  accounts  which  paid  little  or  no  interest.  An 
estimated  $6  million  was  wasted  in  a  single  year  by  leaving  funds  in 
noninterest-beari ng  accounts.  At  my  recommendation,  the  General 
Court  immediately  passed  legislation  that  will  ensure  State 
monitoring  of  excess  balances  in  zero-interest  accounts  and  require 
that  treasurers  seek  reasonable  rates  of  return  on  cash  not  needed 
to  pay  immediate  expenses.  As  a  follow-up  to  this  report,  my  Office 
is  assisting  the  Department  of  Revenue  in  developing  regulations  and 
procedures  for  improving  the  accountability  and  cash  management 
performance  of  local  treasurers. 

Investigations 

My  Office  has  conducted  many  investigations  of  individual 
wrongdoing  and  negligence.  Most  of  the  investigations  are  complex 
and  time  consuming.  Many  investigations  involve  reconciling 
financial    records,    tracing   fund    transfers,    and   ascertaining  the 


Municipal 
Banking 
Relations 
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legitimacy  of  business  record  entries.  Other  investigations  require 
penetrating  volumunious  engineering  records  and  complex  engineering 
formulas.  All  investigations  must  be  conducted  with  full 
recognition  of  the  constitutional  rights  of  those  suspected  of 
wrongdoing.  I  have  assembled  a  staff  of  highly  skilled,  experienced 
investigators,  accountants,  lawyers  and  civil  engineers  to  conduct 
these  investigations.  A  majority  of  my  investigative  staff  has  over 
twenty  years'  experience  in  law  enforcement.  All  but  one  member  of 
my  investigative  staff  have  had  previous  experience  detecting  white 
collar  crime. 

My  Office's  investigations  have  led  to  many  indictments, 
convictions,  adminstrative  sanctions  and  proceedings  for  civil 
recovery.  Ongoing     investigations     promise     many  additional 

indictments  and  further  civil  recovery  in  the  near  future.  A 
summary  of  some  of  the  major  investigations  concluded  to  date 
f ol 1 ows. 


As  previously  reported,  at  my  recommendation  the  General 
Lawrence  Bridge  was  completely  redesigned  at  a  savings  of  $6.4 
million  for  the  Commonwealth.  In  addition,  in  December,  1983,  based 
on  a  referral  from  my  Office,  the  Commonwealth  filed  suit  against 
Somerville  Engineering,  Inc.,  for  negligent  design,  deceit,  breach 
of  contract,  negligent  misrepresentation,  and  filing  false  claims 
with  respect  to  their  design.  The  suit  seeks  to  recover  at  least 
$2.9  million  in  damages  suffered  by  the  Commonwealth. 


Gen.  Lawrence 
Bridge 
$2.9  Million 
Damages 


In  October,  1983,  my  Office  conducted,  with  the  Barnstable 
County  District  Attorney,  a  joint  investigation  of  the  Town  of 
Falmouth's  award  of  a  one-half  million  dollar  garbage  collection 
contract  to  Five  Star  Enterprises,  Inc.  Charles  Cacciola,  former 
President  of  Five  Star  Enterprises  and  member  of  the  Falmouth  Town 
Finance  Committee  and  of  the  Woods  Hole,  Martha's  Vineyard  and 
Nantucket  Steamship  Authority's  financial  advisory  board,  was 
indicted  for  collusive  bidding,  unlawful  restraint  of  trade, 
uttering  forged  instruments,  attempting  to  procure  another  to  commit 


Five  Star 
Enterprises 
2  Persons 
Indicted 
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perjury,  and  conspiracy  to  violate  the  bidding  statutes.  An 
indictment  for  collusive  bidding  was  also  returned  against  Five  Star 
Enterprises,  Inc.,  and  its  president,  Melvin  Reine.  Cacciola  pled 
guilty  to  the  charge  of  unlawful  restraint  of  trade.  Reine's  trial 
is  scheduled  to  commence  shortly. 


In  August,  1984,  the  Office  referred  for  criminal  prosecution 
the  results  of  an  investigation  into  theft  of  over  $100,000  in 
vouchers  by  two  State  employees  and  two  private  citizens  from  the 
Women,  Infants  and  Children  (WIC)  program  administered  by  the  State 
Department  of  Public  Health.  WIC  vouchers  are  similar  to  food 
stamps,  except  their  use  is  limited  to  certain  nutritional  food  for 
pregnant  women  and  young  children.  The  two  State  employees  and  one 
of  the  other  individuals  pled  guilty.  The  other  individual  fled  the 
country. 

In  April,  1985,  the  Commonwealth  brought  a  civil  action  against 
Inner  Space  Services,  Inc.,  for  fraudulent  billings  and 
misrepresentation.  Inner  Space  Services,  Inc.,  had  installed  for 
the  Metropolitan  District  Commission  a  water  line  running  under 
Boston  Harbor  to  George's  Island.  My  Office's  investigation 
uncovered  over  $65,000  of  fraudulent  billings  for  five  separate 
items.  In  total,  the  investigation  uncovered  $296,000,  which  may 
be  recoverable  because  of  contract  irregularities. 

In  October,  1985,  a  two-year  investigation  by  my  Office 
concluded  with  the  return  of  37  indictments  against  two  State 
employees,  four  corporate  officials,  and  two  corporations  for  a 
"kickback"  scheme  surrounding  five  Metropolitan  District  Commission 
electrical  service  contracts.  The  investigation  uncovered  schemes 
involving  as  much  as  $200,000  in  fraudulent  billings,  two-thirds  of 
which  was  funnelled  to  the  MDC  employees. 

As  previously  reported,  the  Steamship  Authority  saved  $166,000 
after  following  my  advice  to  delay  pouring  the  foundation  for  a 
terminal  building  at  Nantucket.     In  addition,  my  Office  recommended 
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in  November,  1985,  to  the  Woods  Hole,  Martha's  Vineyard  and 
Nantucket  Steamship  Authority  that  it  initiate  civil  proceedings 
with  a  potential  recovery  of  more  than  one  million  dollars.  This 
recommendation  was  based  on  an  investigation  which  had  revealed  that 
the  contractor  on  the  Nantucket  pier  project  had  overbilled  for  fill 
and  delivered  a  lesser  quality  fill  than  the  contract  prescribed. 
Moreover,  according  to  my  Office's  experts,  the  project  engineer 
failed  to  observe  standard  and  accepted  engineering  practices  in  the 
design  of  the  piles,  the  conduct  and  interpretation  of  load  tests, 
and  in  the  monitoring  of  the  pile  driving  itself.  As  a  result,  it 
cannot  be  said  with  certainty  that  the  pier's  dolphins  or  transfer 
bridge  foundations  are  structurally  sound,  while  there  is 
considerable  evidence  to  suggest  that  they  are,  in  fact, 
understrength. 


Steamship 
Authority 
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Finally,  as  previously  reported,  in  November,  1985,  my  Office 
completed  a  three-year  investigation  of  municipal  banking  practices. 
This  investigation  not  only  revealed  the  considerable  waste  noted 
earlier,  but  also  disclosed  that  seven  large  Boston-based  banks  in 
one  year  wined  and  dined  the  municipal  treasurers  of  nearly 
one-third  of  the  Commonwealth's  cities  and  towns  in  apparent 
violation  of  the  Commonwealth's  conflict-of-interest  laws.  My 
public  report  revealed  that  the  seven  banks  spent  a  total  of  at 
least  $138,000  entertaining  municipal  treasurers  and  other  officials 
during  a  two  and  one-half  year  period.  Twenty-four  treasurers  each 
received  more  than  an  estimated  $1,000  worth  of  gratuities,  such  as 
lunches  and  dinners,  golf  fees,  theater  and  sports  tickets,  and 
entertainment  on  trips  to  Florida  and  Bermuda. 


Municipal 
Treasurers 
Conflict  of 
Interest 


Publ ic  Reports 


The  Ward  Commission  opened  a  window  into  the  previously  hidden 
inner  workings  of  government.  I  have  sought  to  open  the  window  even 
wider  during  the  past  four  and  one-half  years  by  regularly  issuing 
major  public  reports  and  public  statements  seeking  to  increase 
government  officials'  accountability  for  decisions  to  expend  and 
dispose  of  millions  of  taxpayer  dollar?. 
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My  Office  has  issued  thirteen  major  public  reports  in  the  past 
four  and  one-half  years.  These  reports  have  examined  the  sale  of 
the  Lincoln  Power  Station,  the  redevelopment  of  Boston  State 
Hospital,  the  disposition  of  land  in  the  Hyannis  Rail  Yard,  the 
establishment  of  a  Massachusetts  Facilities  Development  Authority, 
the  construction  of  the  Franklin  Park  Zoo  Tropical  Forest  Pavilion, 
the  operation  of  the  Metropolitan  District  Commission's  Parks 
Division  and  central  management  systems,  Norfolk  County's  purchasing 
system,  the  Massachusetts  Convention  Center  Authority's  operations, 
the  Woods  Hole,  Martha's  Vineyard  and  Nantucket  Steamship 
Authority's  operations,  and  municipal  banking  relations. 


Four  of  my  public  reports  have  identified  agencies  incapable  of 
managing  their  present  design  and  construction  work  and  incapable  of 
controlling  their  future  direction.  The  millions  of  dollars  being 
wasted  were  beyond  quantification.  Three  reports  discussed  the 
Metropolitan  District  Commission's  (MDC)  lack  of  cost  controls,  and 
policies  and  procedures  needed  for  effective  project  management. 
These  reports  identified  cases  of  official  malfeasance  and  neglect. 
Millions  of  dollars  were  spent  for  the  design  of  a  bridge  which 
would  have  collapsed  had  my  Office  not  stopped  it  from  being  built. 
One  hundred  thousand  dollars  was  spent  on  a  nonfunctional 
breakwater  which  will  serve  as  nothing  more  than  a  bench.  Bills 
were  paid  without  evidence  that  labor  and  materials  were  supplied. 
Invoices  were  paid  for  work  which  the  MDC  did  not  even  know  was 
being  done.  The  Steamship  Authority  report  identified  over  $600,000 
wasted  on  the  design  of  a  terminal  building  and  warned  of  more  waste 
because  of  the  Authority's  failure  to  plan  adequately  for 
construction  of  a  new  vessel.  My  Office  recommended  massive 
administrative  changes  for  both  agencies. 


MDC 

Management 
Deficiencies 
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Management 
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Four  of  my  public  reports  (including  the  Boston  Arena  and 
Boston  State  Hospital  reports  discussed  in  the  last  section)  have 
identified  poorly  planned  proposals  for  which  the  Commonwealth  did 
not  know  the  likely  costs  and  benefits.  The  Massachusetts 
Facilities  Development  Authority  report  showed  that  the  financial 
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benefits  claimed  for  a  proposed  new  authority  to  oversee  the  State 
Transportation  Building  were  undocumented.  The  report  also 
concluded  that  the  creation  of  an  authority  might  waste  public  funds 
because  of  potentially  higher  interest  costs  and  duplication  of 
functions    already    performed    within    the    Bureau    of    State  Office 

Buildings;  the  proposed  legislation  was  subsequently  defeated.  The 
Hyannis  Rail  Yard  report  uncovered  deficiencies  in  a  proposed 
disposal  of  State  land,  including  failures  to  properly  declare  the 
land  surplus,  notify  local  planning  officials,  allow  sufficient  time 
for  bidders  to  respond,  and  ensure  the  Commonwealth's  receipt  of  a 
fair  price;  subsequent  to  our  report,  the  sale  was  postponed  to 
allow  discussions  between  State  and  municipal  officials  to  review 
the  use  of  the  property. 


Hyannis  Rail 
Yard  Land 
Disposition 


The  Norfolk  County  report  found  that  the  County's  purchasing 
system  was  fundamentally  deficient  and  that  the  County  paid  vendors 
excessive  prices,  frequently  100  percent  higher  than  list  costs.  In 
response  to  our  report,  Norfolk  County  implemented  new  purchasing 
regulations. 


Norfolk  County 

Purchasing 

System 


The  Massachusetts  Convention  Center  Authority  report  reviewed 
the  proposed  expenditure  of  $200  million  to  renovate  Boston's  Hynes 
Auditorium;  the  report  concluded  that  the  overall  performance  of  the 
authority  had  been  good,  although  more  attention  could  be  given  to 
monitoring  and  controlling  project  costs. 
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Guardian  of  the  Ward 
Commission  Reforms 


In  December,  1980,  the  Special  Commission  Concerning  State  and 
County  Buildings  (the  Ward  Commission)  filed  its  final  report  with 
the  Legislature  and  officially  disbanded.  The  Ward  Commission 
estimated  that  between  1970  and  1980  Massachusetts  had  wasted  more 
than  one  billion  dollars  because  of  unnecessary  construction  delays 
(mostly  caused  by.  deficient  preliminary  planning)  and  that  it  would 
cost  another  two  billion  dollars  to  repair  the  known  defects  that 
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public  buildings  contained.  The  Commission  found  that  corruption 
had  become  a  way  of  life  in  public  construction  contracts.  The 
Commission  left  two  major  legislative  legacies:  creation  of  the 
Office  of  the  Inspector  General  and  enactment  of  an  Omnibus 
Construction  Reform  Act.  The  Omnibus  Construction  Reform  Act  set 
new  rules  for  planning  public  buildings,  estimating  their  costs, 
selecting  designers,  screening  contractors,  advertising  for  bids, 
and  acquiring  and  disposing  of  public  lands.  These  reforms 
increased  planning,  accountability,  and  competition  in  bidding  with 
resultant  reductions  in  waste,  cost  overruns,  and  vulnerability  to 
fraud. 


My  Office,  seeking  to  assure  that  new  programs  are  consistent 
with  these  reforms,  reviews  each  and  every  bill  filed  with  the 
Legislature.  As  a  result  I  have  opposed  a  number  of  legislative 
proposals  which  would  have  circumvented  the  Ward  Commission  reforms. 
I  opposed  proposed  land  dispositions  involving  Boston  State 
Hospital,  Massachusetts  College  of  Art,  the  Hyannis  Rail  Yard,  and 
the  Commonwealth  Armory,  all  of  which  were  to  be  accomplished 
outside  the  provisions  of  the  reform  laws.  Only  the  Commonwealth 
Armory  disposition  took  place.  On  one  occasion,  when  the 
Commonwealth  proposed  leasing  state  land  in  Framingham  to  General 
Motors  to  avoid  the  possibility  that  General  Motors  would  move  its 
paint  plant  elsewhere,  I  supported  an  accelerated  disposition 
process,  but  successfully  recommended  that  General  Motors  be 
required  to  pay  the  full  fair  market  value  of  the  land. 

I  have  opposed  attempts  to  bypass  Ward  Commission  procedures 
for  certain  construction  projects.  I  successfully  sought  amendments 
rei nsti tuti ng  programming,  planning,  and  bidding  requirements  to 
bills  authorizing  the  construction  of  new  prisons  and  the  building 
of  a  lobster  pier  in  Boston  Harbor. 


Land  Disposition 
Safeguards 


Construction 
Safeguards 


I  have  also  sought  to  extend  prudent  controls  to  public 
authorities,  which  are  generally  exempt  from  many  of  the  Omnibus 
Construction    Reform    Act's     safeguards,     and    have    opposed  the 
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unnecessary  creation  of  new  authorities.  I  successfully  opposed  a 
bill  to  create  a  new  Court  Facilities  Authority,  whose  construction 
projects  would  have  been  exempted  from  Ward  Commission  procedures. 
I  also  opposed  the  creation  of  a  Massachusetts  Development  Bank 
(MassBank),   questioning   in  particular  whether  it  was  necessary  to 

establish  a  separate  agency,  with  its  added  administrative  costs.  I 

successfully    sought    amendments  strengthening    controls  over  the 

procurement  activities  of  a  newly-created  Water  Resources 
Authori  ty. 


Controls  Over 
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On  two  occasions,  I  obtained  Attorney  General's  opinions 
supporting  my  interpretations  of  the  Omnibus  Construction  Reform 
Act.  In  1984,  the  Attorney  General  declared  that  the  Department  of 
Public  Works  must  advertise  its  construction  contracts  in  the 
Central  Register,  a  weekly  publication.  In  1985,  the  Attorney 
General  declared  that  designers  appointed  to  do  feasibility  studies 
on  public  building  projects  may  not  be  appointed  to  perform 
subsequent  design  services  for  the  same  projects;  this  will  prevent 
designers  from  inflating  the  scopes  of  projects  so  as  to  maximize 
design  fees  at  later  stages. 


Attorney 

General 
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In  1982,  I  convened  a  task  force  of  over  100  representatives  of 
State  and  municipal  agencies,  architects,  engineers,  contractors, 
legislative  officials,  and  public  interest  groups  to  discuss 
problems  in  the  implementation  of  the  Omnibus  Construction  Reform 
Act.  In  1984,  the  Task  Force's  recommendations  were  enacted  by  the 
Legislature;  the  new  law  corrected  problems  encountered  in  the 
implementation  of  the  act,  strengthened  safeguards  contained  in  the 
law,  and  reduced  unnecessary  administrative  burdens.  For  example, 
the  new  law  established  a  new  system  of  annual  contractor 
prequal if ication  to  replace  the  old  project-by-project  system  which 
reportedly  discouraged  contractors  from  bidding  and  frequently 
resulted  in  superficial,  inadequate  prequal if ication  reviews.  In 
addition,  the  law  streamlined  and  strengthened  the  State's 
procedures  for  identifying  and  disposing  of  surplus  State  land  and 
facilities.    The  bill  also  created  civil  penalties  for  bid-splitting 
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and     set    forth    for    the    first    time    uniform    requirements  for 
advertising  for  bids. 

Education  and  Assistance 

My  Office  has  made  major  efforts  to  help  public  managers 
(particularly  at  the  local  level)  understand  how  they  can  comply 
with  public  procurement  law  and  meet  good  procurement  practice 
standards. 

In  addition  to  responding  to  numerous  requests  each  year  from 
local,  county  and  State  officials  for  assistance  in  overseeing  Chapter579 
public  procurements,  my  Office  has  prepared  a  manual  which  provides  Manual 
a  simple  guide,  in  layman's  terms,  to  the  many  requirements  and 
procedures  mandated  by  the  construction  reform  statute.  Over  600 
copies  of  this  manual  and  periodic  updates  have  been  distributed  to 
cities,  towns,  school  committees,  regional  organizations,  and  other 
municipal  bodies. 

Summary 

My  Office's  first  year  budget  was  $440,000.  In  fiscal  year 
1986,  the  Office's  budget  was  $1,178,235.  In  total,  the  Office  of 
Inspector  General  has  expended  $3,640,405  in  its  first  four  and 
one-half  years  of  existence. 

In  return,  my  Office's  actions  have  saved  and  identified 
potential  savings  exceeding  $55  million.  My  Office  has  saved  the 
Commonwealth  an  estimated  $24,073,900  when  government  officials  have 
changed  their  planned  courses  of  actions  in  accordance  with  my 
Office's  recommendations.  My  Office  has  identified  $12  million  in 
one-time  undisclosed  government  subsidies  and  $9,120,000  in  annual 
undisclosed  government  subsidies  which  were  subsequently  never 
awarded.  In  addition,  we  identified  $6  million  in  annual  waste 
which  should  be  reduced  in  the  future  because  of  remedial 
legislation.  The  Commonwealth  is  currently  seeking  civil  recovery 
of  $3,196,000  in  lawsuits  brought  as  a  result  of  our  investigations. 
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Two  agencies  are  currently  reviewing  three  referrals  from  my  Office 
setting  forth  the  basis  for  recovering  at  least  an  additional 
$1,089,200.  Eleven  individuals  and  one  company  have  paid  the 
government  $38,256  in  restitution  and  criminal  fines  as  the  result 
of  my  Office's  investigations.  Eight  persons  have  been  convicted  of 
felonies,  and  an  additional  nine  people  and  two  companies  face 
pending  felony  indictments  as  the  result  of  Inspector  General 
investigations.  One  public  official  was  convicted  of  a  misdemeanor. 
Seventeen  public  officials  have  either  been  fired,  demoted, 
suspended  without  pay  or  resigned  following  Inspector  General 
investigations.  One  company  has  been  debarred  and  one  company  has 
voluntarily  agreed  to  cease  doing  business  in  Massachusetts.  In 
addition,  millions  of  dollars  more  will  be  saved  through  the 
adoption  of  management  reforms  recommended  by  my  Office. 

Conclusion 

When  I  took  Office  five  years  ago,  I  had  no  staff,  no  cases, 
and  no  predecessor  from  whom  to  seek  guidance.    What  I  had  was  a  new 
statute    and    the    knowledge    that    the    public    desired    a  strong, 
independent  watchdog  agency.    Today,  the  Office  of  Inspector  General 
is  a  strong,  independent  watchdog  agency.     The  Office  has  become  a 
resource    which    is    used    by    public    officials    seeking    to  avoid 
potential  waste  and  abuse  in  government  programs.     The  Office  has 
established  a  reputation  for  professionalism  and   independence.  I 
have    assembled    a    unique,    multi -discipl inary,    twenty-nine  member 
staff,   including  investigators,  financial  investigators,  management 
analysts,   lawyers,  engineers,  and  support  staff.     No  one  was  hired 
on  the  basis  of  political  ties  or  friendship.     Every  one  was  hired 
after    a   careful    search,    because   he   or   she   was   the   best  person 
available  for  the  job.     I  consider  it  a  privilege  to  have  served  as 
the  Commonwealth's  first  Inspector  General.     I  am  proud  to  report  my 
Office's  accomplishments  in  this  five-year  report. 
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